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Special Reminders

PWDN

©

10.

Corporations that do not meet the qualifications to file as an Indiana "specia™ corporation cannot use this form.
General or regular corporations are subject to gross income tax and must file on Form 1T-20.

A Corporation filing on afisca or short-year basis must enter its tax year beginning and ending dates on the return.
Net operating loss deductions must be supported by completing the Schedule IT-20NOL.

Nonbusiness income deductions must be supported by completing Schedule F, Allocation of Nonbusiness Income and
Indiana Non-Unitary Partnership Income.

The Penalty for Underpayment of Corporate Income Taxes, Schedule IT-2220, must be completed and attached

to the return to reflect the applicable penalty and/or exceptions. See pages 19 and 20.

If an extension of time to file exists, the corporation must prepay at least 90% of the tax due by the original due date.
Failure to do so will result in a 10% pendty on the amount paid after the origina due date. Interest will be due on any
payment made after the origina due date.

A penalty will be assessed if areturn, showing no tax liability on Line 30, is filed after the due date (including
extensions).

Questions A through P on the front of the return must be answered.

Copies of pages 1 through 4 of the federal U.S. corporation income tax return and any extension form must be
attached to the Indiana Specia Corporation Income Tax Return. This requirement is made under the authority of 1.C.
6-8.1-5-4(d).

Be sure to sign, date, and print your name on the return. If apaid preparer completed your return, you may authorize
the Department to discuss your tax return with the preparer by checking the Authorization box above the signature
line.

If you have any questions you may call the Corporate Income Tax Section: (317) 615-2660.
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1999 Corporate Income Tax Legislative Highlights

Property Tax Add Back Adjustment Eliminated in 1999

House Enrolled Act 1001 (1999), effective January 1, 1999,
amends|.C. 6-3-1-3.5(b)(3) that formerly required the adding back
of taxes on property levied by any subdivision of any state deducted
onthefederal returnto arrive at "taxableincome" allowed pursuant
to Section 63 of the Internal Revenue Code. The adjustment to add
back any deductible property taxesis not required for tax periods
beginning after December 31, 1998.

Federal Limitation of Net Operating Loss Carry Back;
NOL Attributed to Farming May Carryback Five Years

By adoption of amendments made to the Internal Revenue
Code, effectivefor NOL'sarisingin tax yearsbeginning after August
5, 1997, Indianas carry back period for net operating losses is
reduced from 3 years to 2 years, and the carry forward period is
extended from 15 yearsto 20 years.

Thethree-year carry back rule continuesfor net operating losses
(NOL's) related to casualty losses of individual taxpayers, farm
losses, and small business losses attributed to a federal declared
disaster area.

Effective for tax years beginning after December 31, 1997,
any part of an NOL attributed to a loss from farming operations
may be treated as a separate NOL and is afforded a five-year
carryback period.

Community Revitalization Enhancement District Tax Credit

Effective beginning January 1, 1999, astate and local income
tax liability credit isavailablefor aqudified investment madewithin
acommunity revitalization enhancement district. The expenditure
must be made under a plan adopted by an advisory commission on
industrial development and approved by the Indiana Department
of Commerce before it is made. The credit is equal to 25% of the
qualified investment made by the taxpayer during the taxable year.

The taxpayer can assign the credit to a lessee. The credit is
non-refundable and cannot be carried back. Thetaxpayer must carry
forward any excess credit to theimmediately following tax year(s).
Pass through entities are not eligible for the credit. The Indiana
Department of Revenue has the authority to disallow any credit if
thetaxpayer ceases operationsor substantially reducesits operations
within thedistrict or el sawherein Indianato rel ocate theminto the
district.

Effective July 1, 1999, two new districts may be designated in
Delaware County [HB 1319 (1998)]. To request additional
information regarding the defintions, qualifications, and procedures
for obtaining this credit, contact: Indiana Department of Commerce,
One North Capitol, Suite 700, Indianapolis, Indiana, 46204, or call
(317) 232-8905.

New Enterprise Zones Established;
Extension of Existing Enterprise Zones

The Indiana Army Ammo (Clark County) was designated an
Indiana enterprise zone effective February 1, 1998. A portion of
Elkhart isdeclared an Indianaenterprise zone effectivefor tax years
beginning on or after January 1, 1999.

The enterprise zone in Muncie expired December 31, 1998.
The termination date of December 31, 1999, is extended to
December 31, 2003, for the following existing enterprise zones:
(Anderson, East Chicago, Evansville, Ft. Wayne, Michigan City,
and South Bend).

Contact the Department of Commerce or the local Urban
Enterprise Zone Association for moreinformation.

Individual Development Account Tax Credit Minimum
Changed

Public Law 15-1997 created a state tax liability credit for
taxable years beginning after December 31, 1997. The credit was
equal to 50% of the contribution, if not less than $1,000 and not
more than $50,000, which is made to a community devel opment
corporation participating in an Individual Development Account
(IDA) program.

As amended by House Enrolled Act 1126, effective March 31,
1999, a taxpayer who makes a donation to the Individual
Development Account is eligible for a credit if the donation is at
least $100 and not more than $50,000.

The DA program isdesigned to assist qualifying low-income
residents to accumulate savings and build personal finance skills.
Account-holders may usetheir savingsto pay for: higher education
or vocational school, learning atrade by attending an accredited or
licensed training program, starting or buying abusiness, and buying
ahome.

Applications for the credit are filed through the community
development corporation using Form IDA-10/20. To request
additional information regarding the definitions, procedures, and
qualificationsfor obtaining this credit, contact: Indiana Department
of Commerce, Community Development, One North Capitol, Suite
600, Indianapolis, Indiana, 46204, or call (317) 232-8911.

Extended Period for Assessment and Claim for Refund

PL. 119 (1998) amended |.C. 6-8.1-9-1, effective January 1,
1999, entitling ataxpayer to claim arefund because of achangein
tax liability resulting from afederal modification and allowing six
months from the date of modification to file aclaim for refund. It
providesthat if an agreement to extend the statute of limitationsfor
an assessment is entered into between the taxpayer and the
Department, then the period for filing a claim for refund is also
extended.

Generally, an overpayment resulting from amodification of a
federal incometax liability must be claimed within the later of the
three year period from the due date of the return, date of payment,
or within 6 months of the taxpayer's notification of the modification
by the Internal Revenue Service.



Form IT-20SC - General Statement and Instructions

Filing Requirements for Special Corporations:

Who May File Form IT-20SC

Any corporation doing business and having gross incomein
Indianaisrequired to file an Indianacorporation incometax return.
Indiana law requires corporations to adopt their federal tax year
for reporting gross and adjusted grossincometo Indiana.

I.C. 6-2.1-3-24.5 exempts certain corporations from gross
income tax. These entities are referred to as Indiana “ Specia
Corporations.” To be considered a special corporation, certain
reguirements must be met:

(1) Thecorporation must meet all the qualificationsof an S
Corporation as defined in Internal Revenue Code Section
1361 (b) (i.e., the corporation qualifiesasan S Corporation
but has not elected to be treated as such.) However, a
corporationisasmall business corporation for the purpose
of claiming special statusevenif one (1) of itsshareholders
isaqualified trust that forms a part of an employee stock
ownership plan under Section 401(a) of the Internal
Revenue Code.

(2) Thecorporation’spassiveinvestment income, as defined
inInternal Revenue Code Section 1362(d)(3)(C), may not
equal or exceed twenty-five percent (25%) of its gross
incomefor the tax year.

(3) A corporation must meet the Department’ srequest to prove
itisa“small business corporation” by filing on FormIT-
20SC (the questionnaire at the top of the return will be
considered primafacie proof of the small business
corporation status).

A limited liability company treated asacorporation for federa
incometax purposes and meeting the above requirements, may file
form IT-20SC. A corporation applying for and receiving
permission to file for federal income tax purposes, under I.LR.C.
Section 1361, as an S corporation using Form 11208, is required
to file an Indiana S Corporation Income Tax Return, Form IT-
20S. Caution: Special corporations are subject to a penalty for
either paying thetax duelate or filing the return after the due date
(even if there is no tax due). See line 44 instructions. For an
overview of corporate taxation, refer to Income Tax Information
Bulletin #12.

Indiana Financial Institution Tax - |.C. 6-5.5-2-1 imposes
an 8.5% franchisetax on the adjusted grossincome of acorporation
transacting the business of afinancial ingtitution, including aholding
company, aregulated financial corporation, or a subsidiary of the
above. Any taxpayer whoissubject totax under |.C. 6-5.5isexempt
from Indiana’ s gross, adjusted gross and supplemental net income
taxes as well as the former bank and savings & loan taxes under
I.C. 6-5.

The franchise tax extends to both resident and nonresident
financial institutions and to all the other corporate entities when
eighty percent (80%) of gross income is derived from activities
which constitute the business of a financial institution. The
businessof afinancial institution isdefined as activities authorized
by the federal reserve board; the making, acquiring, selling, or
servicing loansor extensions of credit; or operating a credit card,
debit card or charge card business.

Entities wholly subject to this tax should not file Form IT-

20SC; instead they should file Form FIT-20, which is available
from the Department. For further information on the financial
ingtitution tax, request Commissioner’s Directive #14 from the
Department or call the Corporate Income Tax Section: (317) 615-
2660.
Note: The Department requires copies of pages 1 through 4 of the
U.S. corporation income tax return to be attached to the Indiana
return. Thisrequirement is made under the authority of I.C. 6-8.1-
5-4(d). Failureto submit thisinformation could del ay the processing
of the Indianareturn.

Due Date of Return
The corporation’ stax return is due on the 15th day of the 4th
month following the close of the tax year.

Accounting Methods

Under the Adjusted Gross Income Tax Act, the Department
will recognize the method of accounting used for federal income
tax purposes.

Adjusted Gross Income Tax (I.C. 6-3-1-3.5)

The adjusted gross income is calculated using the federal
taxableincome from the U.S. corporation incometax return, Form
1120, and making Indianamodificationsasrequired by I.C. 6-3-1-
3.5(b). Adjusted gross and supplemental net income taxes are
imposed on all income derived from Indiana sources according to
the attribution of income and receipts as detailed on the
apportionment Schedule E or related instructions. Indianaadjusted
grossincomeistaxed at therate of 3.4%. (Seeinstructionsfor lines
1 through 20).

Supplemental Net Income Tax (I.C. 6-3-8-1)

The supplemental net income tax for special corporationsis
calculated by deducting the adjusted gross income tax from the
Indiana adjusted grossincome. Theremainder (supplemental net
income) is taxed at the rate of 4.5%. Supplemental net income
cannot be negative. If lessthan zero, enter zero on the appropriate
line. (Seeinstructionsfor lines 21 through 24.)

Estimated Quarterly Payments (I.C. 6-2.1-5 & 6-3-4-4.1)

Special corporationswith estimated adjusted grossincometax
or supplemental net income tax of more than $1,000 for the tax
year arerequired to file quarterly estimated tax payments.

Estimated incometax payments are submitted with the Indiana
quarterly estimated return, Form 1 T-6, or by electronic fundstransfer
when the average quarterly liability exceeds $10,000. If the
corporation has overpaid estimated payments, a credit must be
claimed on the annual corporate return, Form 1 T-20SC, to obtain a
refund or to carry over the excessto thefollowing year’ s estimated
tax account. If an estimated account needsto be established, contact
the Department to remit theinitial payment and to request preprinted
quarterly estimated I T-6 returns. Use the Federal Identification
number of the reporting taxpayer.

Thequarterly due datesfor estimated tax paymentsfor calendar
year corporate taxpayers are April 20, June 20, September 20 and
December 20 of thetax year. Fiscal year and short tax year corporate



filers must remit by the 20th day of the 4th, 6th, Sth, and 12th
month of their tax period. For further instructions, refer to Income
Tax Information Bulletin #11.

Penalty for Underpayment of Estimated Taxes
(I.C. 6-8.1-10-2.1 b)

Corporations required to estimate their income taxes will be
subject to aten percent (10%) underpayment penalty if they fail to
timely file estimated tax payments or fail to remit a sufficient
amount. To avoid the penalty, the required quarterly estimate must
be at | east twenty percent (20%) of thetotal incometax liability for
the current taxable year or twenty-five percent (25%) of the
corporation’s final income tax liability for the previous tax year.
The penalty for the underpayment of estimated tax is assessed on
the difference between the actual amount paid by the corporation
for each quarter and twenty-five percent (25%) of the corporation’s
final income tax liability for the current tax year. Refer to the
instructions for completing Schedule 1T-2220, Penalty for the
Underpayment of Corporate Income Taxes.

Electronic Funds Transfer Requirements

Corporate quarterly estimated tax isrequired to be remitted by
Electronic Funds Transfer (EFT) if the amount of any one of the
corporate income taxes imposed on a special corporation exceeds
an average liahility of $10,000 per quarter (or $40,000 annually).
A combination of the corporateincometax liability that meetsthis
threshold, or even an initial payment exceeding $10,000 does not
necessarily mean the taxpayer must remit by EFT. However, the
Department encourages all corporate taxpayers not required to remit
by EFT to participate voluntarily in our EFT program becausethere
isno mimimum amount of payment. Note: Taxpayersremitting by
EFT do not file quarterly IT-6 coupons. Theonly reconciliationis
when the annual incometax returnisfiled.

If the Indiana Department of Revenue notifies a corporation
of its requirement to remit by EFT, the corporation must do the
following:

1) Complete and submit the EFT Authorization Agreement

(Form EFT-1) and;

2) Begin remitting tax paymentsby EFT by the date/tax period

specified by the Department.

Failureto comply will resultin a10% penalty on each quarterly
estimated incometax liability not sent by EFT. Note: Thelndiana
Code does not require the extension of timeto file payment or final
payment due with theannual returnto bepaid by EFT. Nevertheless,
if either ispaid by EFT, be certain to also claim any EFT payment
as an extension or estimated payment credit. Do not file areturn
indicating an amount dueif you have paid, or will pay, any remaining
balance by EFT.

If the corporation determinesthat it meetsthe requirementsto
remit by Electronic Funds Transfer (EFT), contact the Indiana
Department of Revenue, EFT Section, by calling: (317) 232-5500.

Treatment of Partnership Income

If the corporate partner’s and the partnership’s activities
constitute a unitary business under established standards
(disregarding ownership requirements), the businessincome of the
unitary business attributable to Indianais determined by athree-
factor formula. Theformulaconsistsof property, payroll, and sales
of the corporate partner and its share of the partnership’s factors
for any partnership year ending within or with the corporate partner’ s

income year. The partner’s proportionate share of all of the
partnership’s (unapportioned) state income taxes and charitable
contributions are added back in determining adjusted grossincome.

If the corporate partner’s activities and the partnership’s
activities do not constitute a unitary business under established
standards, the corporate partner’ s share of the partnership income
attributable to Indiana shall be determined as follows: (1) If the
partnership derivesincome from sourceswithin and outside Indiana,
theincome derived from sourceswithin Indianais determined by a
three-factor formula consisting of property, payroll, and sales of
the partnership; (2) If the partnership derivesincome from sources
entirely within Indiana, or entirely outside Indiana, such income
will not be subject to formula apportionment.

For non-unitary partners, taxable partnership distributions
included in federal adjusted grossincome are deducted on line 12
of Schedule A. Non-unitary partnership income attributed to
Indiana, including any apportioned pro ratamadifications, isadded
back on line 16 of Schedule A.

Losses will be treated the same as income; however, losses
may not exceed the limitsimposed by 1.R.C. Section 704.

Extensions for Filing

The Department recognizes the Interna Revenue Service's
application for automatic extension of time to file (Form 7004).
Do not file a separate copy of Form 7004 with the Department to
request an Indiana extension. Instead, the federal extension form
must be attached when the Indiana return is filed. Returns
postmarked within thirty (30) days after the federal extension date
will be considered timely filed. If afederal extension isnot needed,
acorporation may request a separate Indiana extension of time to
file by writing to the Indiana Department of Revenue, Returns
Processing Center, Corporate Income Tax Section, 100 N. Senate
Avenue, Indianapolis, Indiana46204-2253.

If filing after the original due date, but prior to the extended
due date, apenalty for late payment will not be imposed if at least
90% of the corporation’ sincome tax was paid by the original due
date. The extension payment should be sent with pre-printed
Indiana Form IT-6 as a fifth quarter estimate.

Any tax paid after the original due date must include
interest. Contact the Department for the current interest rate
charged for payments.

Calculation of Interest on Refunds

I.C. 6-8.1-9-2(c) statesif an overpayment of tax isnot refunded
within ninety (90) days of either the date the tax payment was due;
the date the tax was paid; or the date the refund claim is filed,
whichever islatest, it accruesinterest at the rate established by the
Commissioner.

An approved overpayment will be refunded or may be credited
tothefollowing tax year. Upon request, acombination of the above
two options can be granted.

Amended Returns

Form 1T-20X must be completed to amend an Indiana
corporation return. Always use Form I T-20X to comply with 1.C.
6-3-4-6, requiring a taxpayer to notify the Department of any
modifications (federal adjustment, R.A.R., etc.) madeto afedera
income tax return within 120 days of such change. Attach copies
of all federal waivers applying to the amended return.

To claim arefund of an overpayment, the return must befiled



within three years of the latter of the date of overpayment or due
date of the return.

For carryback of a net operating loss deduction Indiana
generally followsfederal regulations.

Indiana recognizes initial federal waivers of the statute of
limitations signed after January 1, 1978, allowing for asix month
extension after the expiration of the agreed federal extension for a
proposed assessment or arefund claim.

Instructions for Completing Form IT-20SC

File a 1999 Special Corporation return for atax year ending
December 31, 1999, afiscal year beginning in 1999, or ashort tax
year. For afiscal or short tax year, fill in both the beginning and
ending month, day, and tax year at the top of the form.

Identification Section

Questions 4 through P of the special corporation income tax
return must be completed for the return to be accepted by the
Department. Pleaseusethefull legal name of the corporation and
present mailing address. Thefederal identification number shown
in the box at the upper right hand corner of the return must be
accurate and the same as used for federal purposes.

If registered as a collection agent for the State of Indiana for
salesand/or withholding tax enter your assigned | ndiana Taxpayer
Identification (TID) number. This number should be referenced
on all returns and correspondencefiled with the Department.

List the Indiana county for your primary business location
within the state. Place®0.0.S.” in the county box for an address
outsidelndiana.

Enter your principal business activity code, derived from the
North American Industry Classification System (NAICS), in the
designated box on the return. Use the six-digit federal business
activity code asreported on the U.S. corporation incometax return.

The Department is mandated under 1.C. 6-8.1-6-5 to request
information concerning the number of motor vehicles owned or
leased by a corporation and whether or not those vehicles are
registered in Indiana. A motor vehiclefor purposes of this section
isacar, amotorcycle, or atruck having a declared grossweight of
11,000 pounds or less. These vehicles are subject to the motor
vehicleexcisetax. Thisinformation must be provided by answering
the items in questions G and H on the front of Form 1T-20SC.
Also, an explanation must be given if any of the vehicles are not

registeredinIndiana. Attach additional sheets, if necessary.

IT-20SC Schedule A
Adjusted Gross Income Tax Calculation

Line 1. Enter the federal taxable income as defined under 1.R.C.
Section 63 before the federal net operating loss deduction and/or
special deduction from U.S. corporation income tax return, Form
1120.

Line 2. Enter the special deductionsfrom Schedule C, federal Form
1120, excluding NOL..

Line 3. Enter theresult of line 1 minusline 2.

Line 4. Enter all taxes measured by income levied by any state
from all sources deducted when cal culating the federal net taxable
income. If aunitary relationship existswith apartnership, include
the proportionate share of the partnership’s modifications provided
for under 1.C. 6-3-1-3.5 (b) (unapportioned).

Line 5. Do not use. Former property tax add back modification
was eliminated by House Enrolled Act 1001 (1999), effective for
tax periods beginning in 1999.

Line 6. Enter all charitable contributions deducted on the federal
return.

Line 7. Enter the interest or any proportionate share of interest
from direct obligations of the United States Government included
as income on federal Form 1120, and Form 1065 (if a unitary
relationship exists). However, thisisnot atotal exclusion. All related
expenses must first be deducted from the exempt dividend or interest
income and are limited to the amount on income generated by each
obligation. Refer to Income Tax Information Bulletin #19, revised
June, 1992, for alist of eligibleitems.

Line 8. Enter total of Indiana modifications: add lines 4 and 6,
subtract line 7.

Line 10. Adjustments - Other adjustments can include:

(1) Deduction for Indiana Lottery Winnings - Enter the
prize money from awinning Indianalottery ticket included in federal
taxable income reported on line 1 of Schedule A.

(2) Deduction for Foreign Source Dividends - If any
dividendswerereceived from foreign corporations, seeinstructions
inthe Corporate Income Tax Booklet, Form IT-20, or Income Tax
Information Bulletin#78. All adjustments taken on line 10 must be
explained on Schedule H which must be submitted with the income
tax return. Do not use line 10 to deduct out-of-state income. See
apportionment and allocation instructionsfor SchedulesE and F.
Line 11. Addlines9 and 10, enter the balance. If thereisproperty,
payroll, or income outside of Indiana, refer to instructions for
Schedule E. Note: If all property and payroll are in Indiana, the
Department will assume all salesare also taxable to Indianaunless
asupporting explanation is attached.

Line 12. Enter the net nonbusinessincome (10ss) and non-unitary
partnership distribution from Schedule F, column C, line 10. You
must also complete Schedule F.

Line 14a-d. If applicable, enter the Indiana apportionment
percentage (round to two decimal places, e.g. 98.46%) from the
completed schedule. Check box 14aif using Schedule E, line 4(c).
Check box 14bif using Schedule E-7, Apportionment for Interstate
Transportation. Check box 14c if using another approved method.
Y ou must attach the appropriate schedule. Do not enter 100% on
thisline. Generally, when the property and payroll factorsare each
100% in Indiana, the corporation will not be subject to taxation by
another state; therefore, all salesaretaxed by Indiana.

Line 15. Multiply line 13 by the apportionment percentage online
14, if applicable; otherwise, enter amount from line 13.

Line 16. Enter Indiana net nonbusinessincome (loss) and Indiana
non-unitary partnership income from Schedule F, column D, line
11. Also attach completed Schedule F.

Line 18. The available portion of an Indiana net operating 1oss
deduction is calculated on Schedule IT-20NOL. Please review
schedule IT-20NOL and the instructions before completing line
18. Schedule IT-20NOL must be attached to support the entry. The
amount on line 18 cannot exceed the amount on line 17.

Line 20. Multiply line 19 by 3.4% (.034). If line 19isaloss, enter
zero and do not cal cul ate the supplemental net income tax.



IT-20SC Schedule B
Supplemental Net Income Tax Calculation

Line 21. All taxpayers must calcul ate their adjusted grossincome
and enter thisfigureon line 21. If line 19 isaloss, enter zero and
do not calculate supplemental net income tax.

Line 22. Enter the adjusted gross income tax from Schedule A,
line 20.

Line 23. Deduct line 22 from line 21. This figure cannot be less
than zero.

Line 24. Multiply line 23 by 4.5% (.045). All taxpayers must
calculate the supplemental net incometax.

IT-20SC Schedule C
Total Income Tax Calculation

Line 25. Enter the adjusted gross income tax from Schedule A,
line 20.

Line 26. Enter the supplemental net incometax from Schedule B,
line24.

Line 27. Enter thetotal of lines 25 and line 26 and carry to line 28
on front of Form I T-20SC.

IT-20 SC Schedule E
Apportionment of Adjusted Gross Income

Use of Apportionment Schedule:

If the adjusted gross income of a corporation is derived from
sources both within and outside the state of Indiana, the adjusted
gross income attributed to Indiana must be determined by an
apportionment formula. The Department will not accept returns
filed for adjusted gross income tax purposes using the separate
accounting method. Schedule E must be used unless special
permission from the Department is granted. Also see 45 1.A.C.
3.1-1-153, tax treatment for unitary corporate partners.

Detailed Instructions:

Note: Interstate transportation corporations should consult
Schedule E-7 for details concerning apportionment of income.
Contact the Department to get this schedule.

1. Property Factor: Theproperty factor isafraction. The numerator
isthe average value during thetax year of real and tangible personal
property used in the business within Indiana (including rental
property), and the denominator isthe average value during the tax
year of such property everywhere. The average value of property
shall be determined by averaging the values of the beginning and
theend of thetax period. If the val ues have fluctuated, the averaging
of monthly values may be necessary to reflect the average value of
the property for thetax period. If, inthe calculation of the property
factor, the average values of properties are composed of a
combination of values, attach aschedule showing how these average
values were calculated. For example, the use of original cost for
owned properties plus the value of rental or leased facilities based
upon acapitalization of rents paid, which cannot be checked against
the balance sheet or the profit and loss statement, must be supported.
Property owned by the taxpayer is valued at its original cost.
Property rented by the taxpayer isvalued at eight (8) timesthe net

annual rental rate.

Complete appropriate lines for both within Indiana and
everywhere. Add lines (a) through (e) in columns A and B. Divide
sum in box S1, column A by the sum from box S2, column B. Multiply
by 100 and enter the percent in box S3, column C. Round to the
nearest second decimal place.

2. Payroll Factor: The payroll factor isafraction. The numerator
is the total wages, salaries, and other compensation paid to
employees in Indiana for services rendered for the business, and
the denominator is the total of such compensation for services
rendered for the businesseverywhere. Normally, the Indianapayroll
will match the unemployment compensation reports filed with
Indiana as determined under the Model Unemployment
Compensation Act. Compensation is paid in Indiana if (a) the
individual’ s service is performed entirely within Indiang; (b) the
individual’ s serviceis performed both within and outside Indiana,
but the service performed outside Indiana is incidental to the
individual’s service within Indiana; (c) some of the service is
performed within Indianaand (1) the base of operations, or if there
isno base of operations, the place where the service is directed or
controlled isin Indiana; or (2) the base of operations or the place
where the service is directed or controlled is not in any state in
which some part of the service is performed, but the individual’s
residenceisinIndiana. Paymentsto independent contractorsand
others not classified as employees are not included in the factor.
Payments to employees for service attributable to nonbusiness
income should be excluded. The portion of an employee’s salary
directly contributed to a Section 401K planisincluded in thefactor;
however, the employer’ s matching contribution isnot.

Enter payroll values in boxes T1 and T2. Divide the total in
box T1, column A by the total from box T2, column B. Multiply by
100 and enter the percent in box T3, column C. Round to the nearest
second decimal place.

3. Receipts Factor: Thereceiptsfactor isafraction. The numerator
isthetotal receiptsof thetaxpayer in this state during the tax year,
and the denominator isthetotal receipts of thetaxpayer everywhere
during the tax year. This factor is double-weighted in the
apportionment of incomeformula. All grossreceipts of the taxpayer
which are not subject to allocation, such as nonbusiness income
and non-unitary partnership distributions, areto beincluded inthis
factor.

Thenumerator of thereceiptsfactor must includeall salesmade
in Indiana, sales made from Indianato the U.S. Government, and
salesmadefrom Indianato astate not having jurisdictionto tax the
activities of the seller. The numerator will aso contain intangible
income attributed to Indiana, including interest from consumer and
commercial loans, installment sales contracts, and credit and debit
cards as prescribed under 1.C. 6-3-2-2.2.

Total receiptsinclude gross sales of real and tangible personal
property less returns and allowances. Sales of tangible personal
property arein Indianaif the property is delivered or shipped to a
purchaser within Indiana regardless of the f.o.b. point or other
conditions of sale, or the property is shipped from an office, store,
warehouse, factory, or other place of storage in Indiana, and the
taxpayer is not subject to tax in the state of the purchaser.

Sales or receipts not specifically assigned above shall be
assigned asfollows: (1) grossreceiptsfrom the sale, rental, or lease
of real property are in Indiana if the real property is located in



Indiana; (2) gross receipts from the rental, lease, or licensing the
use of tangible personal property arein Indianaif the property isin
Indiana. If property was both within and outside Indiana during
the tax year, the gross receipts are considered in Indiana to the
extent the property was used in Indiana; (3) gross receipts from
intangible personal property are in Indiana if the taxpayer has
economic presencein Indianaand such property hasnot acquired a
business situs elsewhere. Interest income and other receipts from
loans or installment sales contractsthat are primarily secured by or
deal with real or tangible personal property are attributed to Indiana
if the security or sale property islocated in Indiana; consumer loans
not secured by real or tangible personal property are attributed to
Indianaif theloan is madeto an Indianaresident; and commercial
loans and installment obligations not secured by real or tangible
personal property are attributed to Indianaif the proceeds of the
loan are applied in Indiana. Interest income, merchant discounts,
travel and entertainment credit card receivables, and credit card
holder’ sfees are attributed to the state where the card charges and
feesareregularly billed. Receiptsfrom the performance of fiduciary
and other services are attributed to the state where the benefits of
the servicesare consumed. Receiptsfrom theissuanceof traveler’s
checks, money orders, or United States savingsbonds are attributed
to the state where those items are purchased. Receiptsintheform
of dividends from investments are attributed to Indiana if the
taxpayer’ scommercia domicileisin Indiana; and (4) grossreceipts
from the performance of servicesarein Indianaif the servicesare
performedin Indiana. If such servicesare performed partly within
and partly outside Indiana, a portion of the gross receipts from
performance of the services shall be attributed to Indiana based
upon theratio the direct costsincurred in Indiana bear to the total
direct costs of the services, unlessthe services are otherwise directly
attributed to Indianaaccordingto 1.C. 6-3-2-2.2.

Sales to the United States Government: The United States
Government isthe purchaser when it makes direct payment to the
seller. A saletothe United States Government of tangible personal
property is in Indiana if it is shipped from an office, store,
warehouse, or other place of storage in Indiana. See above rules
for sales other than tangible persona property if such sales are
made to the United States Government.

Complete all lines as indicated. Add receipt factor lines (a)
through (d) in column A. Also enter total receipts everywhere in
box U2. See line 4(a) for calculation of the percentage.

4. Summary: Apportionment of Income for Indiana

(a) Divide sum in box Ul, column A by the total from box
U2, column B. (Multiply by 100 to arrive at a percent
rounded to the nearest second decimal place). Enter the
quotient in the space provided and multiply by 200% (2.0)
double weight adjustment. Enter the product in box U3,
column C.

(b) Add entries in boxes S3, T3, and U3 of column C. Enter
the sum of the percentages in box V.

(c) Divide the total percentage entered in box V by 4. Enter
the average Indiana apportionment percentage (rounded
to the nearest second decimal place) in box W and carry
to line 14, Schedule A of Form IT-20SC.

The property and payroll factors are each valued as afactor of

1 in the apportionment of income formula. The receipts factor is
valued as a factor of 2. The combined three-factor denominator
equals4.

Whenthereisatotal absence of oneof thesefactorsfor column
B, you must divide the sum of the percentages by the number of the
remaining factor values present in the apportionment formula.

5. Business Income Questionnaire: Complete this section if
incomeisapportioned. Also attach a listing of all business locations
where the corporation has operations. Indicate the nature of the
business activity at each location, whether a location: (a) accepts
orders in that state, (b) is registered to do business in that state;
(c) files income tax returns in other states, and (d) whether property
in the other states is owned or leased.

IT-20SC Schedule F
Allocation of Nonbusiness Income and
Indiana Non-Unitary Partnership Income

Business Income is defined as income from transactions and ac-
tivities in the regular course of the taxpayer's trade or business,
including income from tangible and intangible property if theac-
quisition, management or disposition of property are integral parts
of the taxpayer’ sregular course of atrade or business. Thecritical
element in determining whether income is “ business income” or
“nonbusinessincome” istheidentification of the transactionsand
activity which arethe elements of aparticular trade or business. In
general, all transactions and activities of the taxpayer dependent
upon or contributing to the operations of the taxpayer’ s economic
enterprise as a whole constitute the taxpayer’s trade or business
and will be classified as businessincome.

With partnership income, the relationship between the busi-
ness of the corporate partner and the partnership will control the
classification. If the partnership's activities are closely related to
the activities of the corporate partner, the corporate partner's share
of partnership income will be apportioned the same as its other
businessincome.

Some examples of businessincomeinclude, but are not lim-
ited to:

. Income from the operation of the business;

. Interest from short-term investments of temporarily idle cash;

. Interest on tax refunds;

. Servicecharges;

. Dividends from affiliates, especially if aunitary relationship
exists;

. Rental incomefrom real and tangible property. If the property
has previously been used in the business, could beused in the
business, or if the property isincidenta to the business, the
rents are classified as businessincome;

7. Capital gain or lossfrom the sale of equipment or other property

previously used in the business; or,

8. Partnership income from apartnership with aunitary relation

ship to the corporate partner.
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Nonbusiness Income isdefined as all income not properly classi-
fied asbusinessincome. 451.A.C. 3.1-1-31.
Some examples of nonbusiness income include, but are not
limitedto:
(a) Dividendsfrom stock held for investment purposes only;
(b) Interest on portfolio of interest bearing securities held for
investment purposes only; or,
(c) Capital gainor lossfrom saleof property held for investment
purposes only.



Note: Partnership distributions included in federal taxable income
derived from a partnership not having a unitary relationship with
the corporate partner (taxpayer) will be reported on line 9, column
C. Allnon-unitary partnership distributions attributed to Indiana,
including the apportioned share of the partnership s state income
taxes and charitable contributions, must be entered on line 9,
column D for Indiana adjusted gross income.

Line (1) Dividends from nonbusiness sources are alocated to In-
dianaif thecommercial domicileisIndiana

If thereis, or was, aunitary relationship between the taxpayer
and the payer of the dividend, the income is generally treated as
business income. Factors to consider in determining if a unitary
relationship exists are the degree of control, centralized operating
functions, economic benefits provided by the affiliate, inter-affili-
ate transfers of personnel, common trademarks and patents, and
the total sales between affiliated corporations. Dividends from a
FSC or aDISC aretreated as businessincome and must be appor-
tioned. The excess, of any non-unitary foreign source dividends
not previously deducted may be eliminated.

Line (2) Interest from nonbusiness sourcesis allocated to Indiana
if thecommercial domicileisin Indiana

Generally, interest earned from long-term investmentsis con-
sidered nonbusinessincome. Note: An appropriate amount of lig-
uid working capital is necessary for the day-to-day operation of a
business. Therefore, incomefrom short-term investments of tem-
porarily idle cash and other liquid assetsis businessincome. This
includes interest from savings accounts, checking accounts, cer-
tificates of deposit, commercial paper and other such items.

Line (3) Net capital gains or losses from the sale of nonbusiness
intangible persona property arealocated to Indianaif thetaxpayer’s
commercial domicileisin Indiana

Net capital gains or losses from the sale or exchange of non-
busi ness tangibl e personal property are allocated to Indianaif:

(8) The property had situsin Indianaat thetime of the sale; or,

(b) Thetaxpayer’scommercial domicileisinIndiana, and the

taxpayer is not taxed in the state where the property islo-
cated.

Include net capital gainsor lossesfrom the sale or exchange of
all real property not used in the production of businessincome.
Note: If the property sold was used previously by the business, the
capital gain or loss from the transaction is businessincome.

Line (4) Rentsand royaltiesfrom real property (to the extent they
constitute nonbusinessincome) are alocated to Indianaif the real
property islocated in Indiana.

Rents and royalties from nonbusi ness tangibl e personal prop-
erty areallocated to Indianato the extent the property isutilized in
Indiana.

(8 Theextent of utilization isdetermined by multiplying the
rents and royalties by the following fraction: The
numerator isthe number of days of physical location of
the property in Indiana during the rental or royalty
periodsinthetax year. The denominator isthe number of
days of physical location of the property everywhere
during therental or royalty periodsin thetax year.

(b) Suchrentsand royalties are taxed by Indianaif the
taxpayer’scommercial domicileisin Indiana, and the
taxpayer is not organized under the laws of or taxablein
the state in which the property is utilized.

Line (5) Patents, copyrights and royaltiesfrom intangible property
not related to the production of business income are alocated to
Indiana:

(8 Totheextent the patent, copyright, or royalty isutilized
by the taxpayer in Indiang; or,

(b) Totheextent the patent, copyright, or royalty is utilized
by the taxpayer in a state where the taxpayer is not
taxable, and the taxpayer’ scommercial domicileisin
Indiana.

A patent is utilized in a state to the extent it is employed in
production or other processing in the state or to the extent the pat-
ented product is produced in the state.

A copyrightisutilized in astate to the extent printing or other
publication originated in the state.

Line (6) Other Nonbusiness Income: Enter other nonbusiness
income not provided for in lines (1) through (5).

Line (7) Total BusinessIncomefrom column A, grossamount sub-
totalslines 1 through 6.

Line (8) Total Related Expensesfrom Column B, subtotalslines 1
through 6 (all related nonbusi ness expenses attributed to excluded
income other than stateincometaxes.)

Line (9) Distributive Share Income from Non-Unitary Part-
nership: Enter in column C thetotal non-unitary partnership in-
come reported on the federal return. Enter in column D appor-
tioned Indianaincome, asmodified, from Form I T-65 Schedule IN
K-1.

Line (10) Total Net Nonbusiness Income (loss): Add all subto-
talsfrom column C. Also enter amount of column C on line 12 of
Form 1 T-20SC.

Line (11) Total Indiana Nonbusiness Income and Indiana Non-
unitary Partnership Income: Add all subtotalsfrom column D.
Also enter amount of column D on line 16 of Form I T-20SC.

IT-20SC Schedule H
Additional Explanations

Explain on this schedule amounts entered on the return if an
additional explanationisneeded. Itemize each entry by schedule,
line number, and amount.

IT-20SC Schedule CC-20
College Credit

Corporationsliablefor Indianaadjusted grossincometax may
compute a credit against their adjusted gross income tax liability
for charitable contributionsto Indianacollegesand universitieson
Schedule CC-20.

Limitations: A corporation is allowed a tax credit for
contributionsto qualified Indianainstitutionsequal to fifty percent
(50%) of the aggregate amount thereof, limited to the lesser of:

(8) Ten percent (10%) of the corporation’ sadjusted gross
income tax for the year the gifts are made (computed
without regard to any credits against thetax), or

(b) One thousand dollars ($1,000).



Summary of Calculations

Line 28. Enter thetotal incometax from ScheduleC, line27. This
figure cannot be less than zero.

Line 29.1.C. 6-2.5-3-2 imposes ausetax at therate of five percent
(5%) upon the use, storage or consumption of tangible personal
property in Indiana that was purchased or rented in a retail
transaction, wherever located, and 5% (.05) salestax was not paid.

Examples of taxable items include magazine subscriptions,
office supplies, electronic components and rental equipment. Also,
any property purchased free of tax, by use of an exemption certificate
or from out-of-state, and converted to a nonexempt use by the
businessis subject to the use tax.

If you are aregistered retail salesor out-of-state use tax agent
for Indiana you must report nonexempt purchases used in your
business on Form ST-103, Indiana annual, quarterly or monthly
Sales and Use Tax Voucher. If you are not required to file Form
ST-103, or havefailed to properly include purchases that are now
subject to use tax, complete the Consumer’s Use Tax Worksheet
on page 13 to compute any sales/use tax liability.

Carry the total calculated sales/use tax due to line 29 on the
front of thereturn. Caution: Do not report your totalsfrom ST-103
on thisworksheet or Form I'T-20SC.

Line 31. Enter the amount of credit taken for charitable
contributions to eligible colleges and universities located within
Indiana. Nete: Schedule CC-20, found on page 4 of Form IT-
20SC, or a separate Schedule CC-40 must be completed and filed
with theincometax return.

Line 32. (E1) Enter the allowable Neighborhood Assistance
Credit reflected on pre-approved Form NC-20. For further
information, refer to Income Tax Information Bulletin#22. Attach
Form NC-20if claiming this credit.

Line 33.

(F1) Enter the alowable Indiana Research Expense Credit.
Schedule I T-20REC, must be attached.

(F2) Enter the allowable credit for contributions made to the
Twenty-First Century Scholars Program Support Fund. The
credit is equal to 50% of the contributions made during the year,
limited to thelesser of 10% of the corporation’ stotal adjusted gross
incometax (as determined without regard to any creditsagainst the
tax); or $1,000. Seel.C. 6-3-3-5.1 Detailed information about the
scholarship program, registration, and administration may be
obtained by calling the State Student Assistance Commission at
(317) 233-2100.

(F3) Enter the Enterprise Zone Employment Expense Credit as
calculated on Schedule EZ, Part 2, and attach this schedule to the
return. For further information on this credit and other enterprise
zonetax benefits, refer to Income Tax Information Bulletin #66.
(F4) Enter the Enterprise Zone Loan Interest Credit ascalculated
on Schedule L1C, and attach this schedul e to the return.

(F5) Enter thetotal of other nonrefundable credits. See list of other
tax credits on page 23. The total of all creditsis limited to the
amount of tax due on line 28, unless otherwise noted. Seelines 38
and 39 for certain refundabl e credits.

Line 34. Enter thetotal tax creditsfrom lines 31, 32, and line 33,
F1 through F5.

Line 35. Enter thetotal tax due (subtract line 34 from line 30).
Line 36. Enter thetotal amount of estimated income tax payments,
and itemize each quarterly or EFT payment in the spaces provided.
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Line 37. Enter the amount previously paid with an extension of
timeto file and the year and amount of any prior year overpayment
credit. Enter the combined total.
Line 38. Enter credit for the amount of gross income tax paid on
sales of real estate. Generally, qualified special corporations are
exempt from the requirement to pay gross income tax to county
treasurers on the sale of real estate. Copies of receipts for any
amounts actually paid must be attached to the return or credit will
be reduced or disallowed.
Line 39. Enter any other creditsattributed to thistax year and attach
adetail ed explanation and supporting documentation. Claim here
EDGE credit and any grossincometax withheld from nonresident
contractors. Attach copy C of thewithholding Form WH-18, which
isissued by the withholding agent.
Line 40. Enter thetotal paymentsand credits (add lines 36, 37, 38,
and 39).
Line 41. Enter balance of total tax due (subtract line 40 from line
35).
Line 42. Enter thepenalty for the underpayment of corporatetaxes
from Schedule 1 T-2220. Attach a completed copy of this schedule
even if you meet an exception to the underpayment penalty.
Line 43. If thetax reflected on line 41 ispaid after the original due
date, interest must beincluded with the payment. An extension of
timeto file does not extend the time to pay the tax due; therefore,
interest must be calculated on late payments. Contact the
Department for the current rate of interest for payments.
Line 44. Special corporations are subject to a penalty for either
paying the tax duelate or filing the return after the due date (even
if thereisno tax due).
Enter the computed penalty amount that applies:
A. If thereturn with payment is made after the original due
date, apenalty, which isthe greater of $5.00 or 10% of the
balance of tax due (line 41), must be entered. The penalty for
paying late will not be imposed if all three of the following
conditions are met:
(1) A vaid extension of timeto file exists;
(2) At least 90% of the tax liability was paid by the
original due date; and,
(3) Theremaining tax ispaid by the extended due date.
B. If thereturn showing no tax liability (on line 30) isfiled
late, penalty for failureto file by the due date will be $10 per
day thereturnis past due, up to a maximum of $250.
Line 45. If a payment is due, enter the total tax plus any
underpayment penalty, late penalty and interest. Remit thisamount
as a separate payment for each Form 1 T-20SC filed.
Line 46. If an overpayment of tax exists, enter the refund due less
the computed penalties shown on lines 42 and 44. When thereturn
isfiled timely, the corporation may elect to have aportion or all of
itsoverpayment credited to thefollowing year’ s estimated account.
Line 47. Enter all or any portion of the overpayment, asreflected
on line 46, that isto be refunded.
Line 48. Enter the amount of overpayment on line 46 to be credited
to next year’ s estimated tax account.
Note: Entries on line(s) 47 and 48 should equal line 46. If the
overpayment is reduced because of an error on the return or an
adjustment by the Department, the amount refunded (line 47) will
be corrected before any changes are made to the amount on line
48. A refund may be set-off and applied to other liabilities under
I.C. 6-8.1-9-2(a) and 6-8.1-9.5.
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1. Total purchase/rental priceof pr
e sales/use tax

Use tax (5% of line 1)

3. Sdlestax previously paid on the above items up
to 5% credit per item.

4. Use tax due (line 2 minus line 3). Carry this
amount to line 29 of Form IT-20SC. If theamount
is negative, enter zero.
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Schedule 1T-2220 Instructions

‘Who Should File?

Schedule 1T-2220 must be completed and attached to the annual corporate
Form IT-20, IT-20G, IT-20NP, or IT-20SC anytime the corporation did not pay the
required amount of gross, adjusted gross, or supplemental net income tax in any
particular quarter, or the corporation meets an exception to the penalty for un-
derpayment as provided for in Indiana Code 6-3-4-4.1.

‘What is the Required Amount?

Corporations having annual income tax liabilities exceeding $1,000 are sub-
ject to an underpayment penalty if they fail to file estimated tax payments or fail to
remit a sufficient amount on a quarterly basis.

Quarterly payments for: 1) gross income tax are due anytime the annual gross
income tax exceeds $1,000 for a taxable year, or 2) whenever the adjusted gross
income tax liability (after credit for tax imposed on gross income) exceeds the
annual gross income tax by $1,000 or more. Also, quarterly estimated payments
for supplemental net income tax are due anytime the annual supplemental net
income tax is $1,000 or more for the year.

The qudlified estimated payments should equal 25% of the total income tax
due for the year. To avoid the penalty, the quarterly estimate must equal at least
twenty percent (20%) of the total income tax liability for the current taxable year
or twenty-five percent (25%) of the fina income tax liability for the prior taxable
year.

The Indiana Code does not provide corporations an exception to the
penalty for underpayment of estimated taxes using either an annualized in-
come or adjusted seasonal method.

PART I - How to Figure Underpayment of Corporate Taxes

This schedule must be used by Form IT-20, IT-20G, IT-20NP, IT-20S and
IT-20SC filers in determining whether or not the minimum amount of tax was
paid timely.

1. Enter the annual adjusted gross income tax from Schedule B of Form IT-20 and
IT-20S, Schedule A of Forms IT-20SC, or Schedule C of Form IT-20NP.

2. Enter the annual gross income tax from Schedule A of Form IT-20 or IT-20G
(schedule A and B of Form IT-20NP). If total gross income tax is less than $1,000,
enter zero. Form IT-20SC filers enter zero.

3. Subtract line 2 from line 1. Enter zero if difference is less than $1,000.

4. Enter the annual supplemental net income tax from Schedule C of Form IT-20,
Schedule B of Forms IT-20S and IT-20SC, or Schedule D of Form IT-20NP. If
total supplemental net income tax is less than $1,000, enter zero. Form IT-20G
filers enter zero.

5. Add lines 2, 3 and 4. If the tota is zero, STOP. Y ou owe no pendty and you do
not need to complete this schedule.

6. Enter your total tax reduction (nonrefundable) credits (college credit, neighbor-
hood assistance credit, etc.) reported on line 55 of Form IT-20; line 16 of Form IT-
20G; line 24 of Form IT-20NP or line 34 of Form IT-20SC. Also include appli-
cable WH-18 withholding credits and any gross income tax paid on sales of rea
estate. Do not enter estimated tax payments, extension payments, or prior year's
overpayment credit. In no case may the total of tax reduction credits exceed the
total tax on line 5.

7. Subtract line 6 from line 5. This is your current year's tax liability. If zero,
STOP. You do not owe any underpayment penalty.

PART II - How to Figure Exception to Underpayment Penalty

1.C. 6-3-4-4.1(e) prescribes two exceptions to the penalty for underpayment.
If required to pay quarterly, the estimate should include either at least 20% of the
total income tax liability for the taxable year or 25% of the final income tax liabil-
ity for the previous tax year.

If the previous year was for a period of less than twelve months, the excep-
tion may be met by demonstrating what the liability would have been if a twelve-
month return had been filed. For example, if the previous year was for 6 months,
double the total tax for that year and enter 25% of thistotal. If last year's tax was
zero, enter zero on line 9.

20

9. Enter 100% of your prior year's final income tax liability (total tax less nonre-
fundable credits and any withholding and gross tax credits) before applying esti-
mated tax credits.

11. Enter in columns (&) through (d) the quarterly installment due dates corre-
sponding to the estimated income tax payments for your tax year.

If filing on a calendar year basis, the installment due dates for corporate
income tax payments are April 20, June 20, September 20 and December 20 of the
taxable year. Fiscal year and short tax year filers must remit by the twentieth day of
the fourth, sixth, ninth, and twelfth months of the taxable year. Short period filers
see note following line 22 instructions.

12. Enter the amount of estimated taxes paid by the due date of the installment for
each quarter. Payments made after the quarterly due date must be reported in the
following quarter when paid. If you are carrying forward an overpayment credit
from the previous year, add that amount together with the installment amount paid
for the first available quarter to which the carryover credit is posted. Do not in-
clude any credits claimed on line 6. STOP. Complete lines 13 through 16 in each
column before proceeding to the next column.

13. Enter the remaining overpayment, if any, from line 16 of the preceding quar-
ter, as adjusted after deducting any previous <underpayment> balance.

15. Divide line 10 by four (4) and enter the result in each column. NOTE: Short
period filers must apply the instructions following line 22 instructions.

16. Subtract line 15 from line 14 for each column. If line 14 is less than line 15,
enter the resulting underpayment in <brackets>. If line 15 is equal to or greater
than line 14, the difference is an overpayment and you have met an exception to
the penalty for the quarter. See instructions for line 13.

After completion of all four columns, if none of the quarters shows an
underpayment, stop here and attach schedule to your return. Otherwise pro-
ceed to Part |1l to recompute your actua underpayment.

PART III - How to Figure the Penalty

The penalty for the underpayment of estimated taxes is assessed on a quar-
terly basis on the difference between the amount paid for each quarter and twenty-
five percent (25%) of the fina tax liability for the current year. If any underpay-
ment is shown on line 16 continue by completing lines 17 through 21 in each
column before proceeding to the next column.

17. Enter the remaining overpayment, if any, from line 20 of the preceding quar-
ter, as adjusted after deducting any previous <underpayment> balance.

19. Enter current year's quarterly tax due: divide line 7, in Part |, by four (4) and
enter result in each column.

20. Subtract line 19 from line 18. If line 18 is less than line 19, enter the resulting
underpayment in <brackets>. If line 18 is greater than line 19, the difference is
carried as an overpayment to line 17 of the next column after deducting any re-
maining <underpayments> shown on line 20 of the preceding columns.

21. Multiply the amount of <underpayment> on line 20 for each column by
10% if an exception to penalty for the quarter was not met on line 16. Enter
zero on line 21 if line 16 is zero or greater for the quarter.

22. Add the amounts on line 21 for all quarters and enter result here. This is your
total underpayment penaty due. Carry this amount to the appropriate line on the
front of Form IT-20, IT-20G, IT-20NP, IT-20S or I T-20SC.

Short Period Returns: Lines 15 and 19 must be changed to correspond with your
short period return. Do not enter 25% of line 7 or 10; instead, divide lines 7 and 10
by 3 for returns consisting of three quarterly periods. Divide lines 7 and 10 by 2
for returns consisting of two quarterly periods. Use the entire amount from lines 7
and 10 for returns consisting of one quarterly period. For lines 11 through 21,
complete only those columns corresponding with the number of quarters being
filed.



Attach schedule if extending to 15th or 20th following tax year.




Schedule IT-20NOL Instructions

‘Who Should File Schedule IT-20NOL?

Corporate taxpayers subject to the adjusted gross income tax must
complete and attach this schedule to any Indiana corporation tax return:
Forms IT-20, IT-20SC, IT-20NP, or IT-20X, when claiming the loss de-
duction. Schedule IT-20NOL is not in itself a claim for refund, but an
attachment to show how the net operating loss is applied.

Corporations doing business as a financial institution may not use
this schedule. Instead, Schedule FIT-20NOL should be completed. Un-
used net operating lossesincurred before December 31, 1989, under the
Adjusted Gross Income Tax Act, may not be deducted for the financia
institutions franchise tax.

When to File?

A refund initiated by anet operating | oss carryback must be claimed
by thetaxpayer within 3 yearsfrom the original due date of thelossyear's
return (including extensions). Net operating loss carryforward deduc-
tionsfall within regular statutory requirements. Parts| and Il should be
completed and this schedul e attached to the loss year returnif electing to
waive astate NOL carryback application. Also, attach afully completed
Schedule IT-20NOL to the return(s) where a net operating loss deduc-
tionisclaimed.

Indiana Treatment of Net Operating Loss Deduction for
Adjusted Gross Income Tax Purposes

The net operating loss deduction recognized for Indianaincome tax
purposes shall be the amount of loss apportioned to Indiana for the tax
year after all required modifications. Modificationsinclude the add back
of property taxes (for tax periods 1998 and before), income taxes, chari-
table contributions, deduction of interest on U.S. Government obliga-
tions, and a deduction for the foreign gross up.

Affiliated groups or corporations involved in mergers must follow
the same guidelines as provided by the Internal Revenue Code and rul-
ings issued by the Internal Revenue Service with respect to their treat-
ment of net operating lossdeductions. Morethan one Schedule I T-20NOL
may be required to comply with these requirements.

The calculation for an Indiana net operating loss deduction pertains
to the Adjusted Gross Income Tax Act. The net operating loss used to
reduce Indiana adjusted gross income will have an effect on supplemen-
tal net income. The net operating loss deduction is not considered in
calculating the Indiana gross income tax.

Carryback and Carryforward Years for Corporations

For loss years beginning before August 6, 1997, the net operating
loss deduction remaining after a three (3) year carryback (if not timely
waived) may be carried forward to the fifteen (15) tax years following
thelossyear. (See Part Il instructions). Certain losses may be carried up
to twenty (20) years, following federal provisions.

PART I - Computation of Indiana Loss

Enter thetax year ending date of theloss year and the amount of the
lossif an Indiananet operating lossis calculated on line 9. Nonbusiness
income and foreign source dividends deduction cannot create or increase
the Indiana net operating loss deduction. Enter only the items enumer-
ated on lines 1 through 8.

Any other adjustments affecting the cal culation of 1.R.C. Section 63
lossyear taxableincome on Part | of the net operating loss schedule must
be fully explained. Not-for-profit organizations begin with .R.C. Sec-
tion 511 (taxable income) from federal Form 990T without regard to a
federal net operating loss deduction.
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PART II - Election to Waive the Carryback of a Net Operat-
ing Loss Deduction

Pursuant to the Internal Revenue Code, ataxpayer may irrevocably
elect, by the loss year's due date (including extensions), to waive the
entire carryback period. If this election is made for the loss year on the
federal return, the net operating loss deduction may only be carried for-
ward for federal and state tax purposes.

Effective for tax years beginning after August 5, 1997, federal leg-
islation generally decreased the NOL carry back period from 3 to 2 tax
years, while the carryforward period increased from 15 to 20 years.

Farm Losses: Effective for tax years beginning after December 31,
1997, any part of an NOL attributed to a loss from farming operations
may be treated as a separate NOL and may be carried back five years
following federal provision.

In the absence of net operating loss on the federal return, the tax-
payer may make an election to waive the carryback of its Indiana net
operating loss. Thiselection isreflected on Indiana Schedule I T-20NOL
by checking the appropriate box or by attaching to the timely filed Indi-
analoss year return a statement waiving the NOL carryback provision.

PART III - Effect of Loss Year

Schedule IT-20NOL must be completed for each year aloss occurs.
Copies of the schedule should be attached to returnsfor all yearsa NOL
deduction is claimed. If more than one loss year is being utilized, a
separate Schedule I T-20NOL should be completed for each NOL deduc-
tion available.

Column (1) Tax Years - Enter in column (1) the applicable tax year end-
ing date(s). If, in one or more of these years, aloss was incurred or the
adjusted gross income was previously reduced to zero by another loss
carryforward, the year should still be entered and all five columns com-
pleted.

Column (2) Indiana Adjusted Gross Income - Enter the Indiana ad-
justed grossincome from the original return, or as previously adjusted. If
the adjusted gross income was previously reduced by another net operat-
ing loss deduction, a copy of the Schedule IT-20NOL for the prior loss
year should be attached. If previoudly adjusted from an audit or amended
return, an explanation should be attached to the IT-20NOL schedule ex-
plaining how the adjusted gross income figure was cal culated.

Column (3) Amount of Net Operating Loss Deduction - Enter theamount
of loss from Part | necessary to decrease adjusted gross income for the
year to zero. If theincome for the year is greater than the loss available,
enter the full amount of the loss. Any remaining unused loss deduction
will be shown in column (5).

Column (4) Indiana Adjusted Gross Income After Deduction - Sub-
tract the amount in Column (3) from the amount in Column (2) and enter
the difference in this column.

Column (5) Remaining Unused Net Operating Loss - Enter the amount
of net operating loss deduction remaining after each year's calculation.
This amount is available to offset income reported in Column (2) of the
next year that has income.

If you have any questions concerning Indiana’s treatment of a net
operating loss deduction, contact:

Indiana Department of Revenue
Corporate Income Tax Section

100 North Senate Avenue
Indianapolis, Indiana 46204
Telephone Number (317) 615-2660



Other Tax Credits

* Community Revitalization Enhancement District Tax Credit

Effective January 1, 1999, a state and local income tax liability credit
is available for a qudlified investment for redevelopment or rehabilitation
of property within a community revitalization enhancement district (in
Monroe County). The expenditure must be approved by the Indiana
Department of Commerce before it is made. The credit is equa to 25% of
the qualified investment made by the taxpayer during the taxable year.

The taxpayer can assign the credit to a lessee who remains subject to
the same requirements. The assignment must be in writing and any
consideration may not exceed the value of the part of the credit assigned.
Both parties must report the assignment on their state income tax return
for the year of assignment.

The credit is non-refundable and cannot be carried back. The taxpayer
must carry forward any excess credit to the immediately following tax
year(s). Pass through entities are not eligible for the credit. The Indiana
Department of Revenue has the authority to disallow any credit if the
taxpayer ceases existing operations or substantially reduces its operations
within the district or elsewhere in Indiana to relocate them into the district.

Effective July 1, 1999, two new districts may be designated in
Delaware County [HB 1319 (1998)]. To request additional information
regarding the definitions, qualifications, and procedures for obtaining this
credit, contact: Indiana Department of Commerce, One North Capitol,
Suite 700, Indianapolis, Indiana, 46204, or call (317) 232-8905.

* Historic Rehabilitation Tax Credit
I.C. 6-3.1-16-7 provides a tax credit for rehabilitating historic

properties. The credit is 20% of the total cost of certified rehabilitation
expenses of at least $10,000 made to a registered Indiana historic structure
that is at least 50 years old, owned by the taxpayer, 2,000 square feet on
the ground floor, and actively used in atrade or business. The credit may
be used to offset ataxpayer’s total state income tax liability but any excess
credit must be carried forward to the immediately following tax year(s).

Contact the Division of Historic Preservation and Archaeology, at
(317) 232-1646, to obtain more information and instructions for approval
of this credit.

¢ Individual Development Account Tax Credit

As amended by House Enrolled Act 1126 (1999), effective March
31, 1997, atax credit is available equal to 50% of the contribution, if not
less than $100 ($1,000 minimum donation before March 31, 1999) and
not more than $50,000, which is made to a community development
corporation participating in an Individua Development Account program.
Thiscredit may not exceed astatetax due asreduced by other nonrefundable
credits. Any unused credit may not be carried over or claimed in a taxable
year different than the year in which the qualifying contribution for the
credit is paid. Pass through entities are eligible for the credit.

Applications for the credit are filed through the community
development corporation using Form IDA-10/20. The organization must
have an approved program number from the Indiana Department of
Commerce before a contribution qualifies for pre-approval.

To request additional information regarding the definitions,
procedures, and quadlifications for obtaining this credit, contact: Indiana
Department of Commerce, Community Development, One North Capitol,
Suite 600, Indianapolis, Indiana, 46204, or cal (317) 232-8911.

¢ Industrial Recovery Tax Credit

I.C. 6-3.1-11 provides for a state tax liability credit based upon a
taxpayer's qualified investment in a vacant industrial facility within a
designated industrial recovery site. If the enterprise zone board approves
the application and the plan for rehabilitation, the taxpayer is entitled to a
credit based upon the "qualified investment." The taxpayer must carry
forward any excess credit to the immediately following tax year(s).
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A lessee of property in an industrial recovery site may be assigned
tax credit(s) based upon the owner's or developer's qudified investment
within the designated industrid recovery site.

To request additional information regarding the definitions,
procedures, and qualifications for obtaining the credit, contact: Indiana
Department of Commerce, Enterprise Zone Board, One North Capitol,
Suite 700, Indianapolis, Indiana, 46204, or call (317) 232-8905.

* Investment Cost Credit

Effective for tax years beginning after December 31, 1994, a limited
liability company is entitled to an enterprise zone investment cost credit
againgt adjusted gross income tax liability provided under I.C. 6-3.1-10-4
for aqualified investment madein adesignated zonelocated in Vigo County,
Indiana. The limited liability company may carry over any excess credit
to succeeding taxable years.

This program is administered by: Indiana Department of Commerce,
One North Capitol, Suite 700, Indianapolis, Indiana, 46204, or call (317)
232-8911;

* Maternity Home Tax Credit

An income tax and unused carryover credit is allowed for maternity
home owners providing a temporary residence to at least one pregnant
woman for at least 60 consecutive days during the pregnancy. If more
than one entity has an ownership interest in a maternity home, each may
claim the credit in proportion to its ownership interest. The maternity
home owner must annually file an application with the Indiana State
Department of Hedth in order to be digible to claim this credit.

A copy of the application approved by the Indiana State Department
of Health must be attached to verify the credit claimed. For more
information about and an application for this credit, contact the Maternal
and Child Health Division at (317) 233-1261.

» Military Base Recovery Tax Credit

Effective for taxable years beginning after December 31, 1997, a
state tax liability credit is available for rehabilitation of red property located
in military base facilities designated by the state Enterprise Zone Board.
A maximum credit of 25% of the qualified investment in the facility
depends on when the property was initially placed in service. Pass through
entities are eligible for the credit. The taxpayer must carry forward any
excess credit to the immediately following tax year(s).

A clamant may aso be alessee of property in amilitary base recovery
site and assigned part of the tax credit based upon the owner's or devel oper's
qualified investment within a military recovery site. The assignment must
be in writing and any consideration may not exceed the value of the part
of the credit assigned. Both parties must report the assignment on their
state income tax return for the year of assignment. The lessee may use the
credit to offset its total state income tax liability, but any excess credit
must carry forward to the immediately following tax year(s).

A taxpayer that would be entitled to this credit is not entitled to the
credit if the taxpayer ceases or dramatically reduces operations at the
military base recovery site.

To request additional information regarding the definitions,
procedures, and quadlifications for obtaining this credit, contact: Indiana
Department of Commerce, Enterprise Zone Board, One North Capitol,
Suite 700, Indianapolis, Indiana, 46204, or call (317) 232-8905.

* Teacher Summer Employment Tax Credit

I.C. 6-3.1-2-1 provides a tax credit to taxpayers hiring designated
shortage certified teachers during school summer vacations. The credit
for each teacher hired is the lesser of either $2,500 or 50% of the
compensation paid. The Professional Standards Board will certify the
qualified positions. Schedule TSE must be attached to the return. Contact
the Department of Education at (317) 232-6675 for information about
this credit.
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